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In concluding consultations on restrictions on current 
payments and transfers as required under Article XIV 
of the Fund Agreement, the Fund postponed considera- 
tion of retention quotas and similar practices through 
which some members have sought to improve their earn- 
ings of specific currencies. The Fund has now examined 
these practices more fully than was possible at the con- 
sultations. The examination was extended to cover the 
terms of reference of the following resolution adopted on 
September 9, 1952 by the Fund’s Board of Governors: 
“Resolved: That the Executive Directors of the Fund 
shall make a special study of the dollar retention quotas 
and other similar practices in member countries. . In_par- 
ticular this study will take into account the situations 
which give rise to these practices, their magnitude in each 
country, the methods used for their application and their 
impact on other members of the Fund, and _ possible 
alternative measures. The study shall include such con- 


. : ° ” 
clusions and recommendations as may be appropriate. 


The Fund has come to the following conclusions: 


1. Members should work toward and achieve as soon 
as feasible the removal of these retention quotas and 
similar practices, particularly where they lead to ab- 
normal shifts in trade which cause unnecessary damage 
to other countries. Members should endeavor to replace 
these practices by more appropriate measures leading 
to currency convertibility. 


2. The Fund will enter into consultation with each 
of the members concerned with a view to agreeing on a 
program for the implementation of (1) above, including 
appropriate attention to timing of any action which 
may be decided upon. 


3. The Fund does not object to those practices which, 
by their nature, can be regarded as devices designed solely 
to simplify the administration of official exchange alloca- 


tions. 


The Fund has sent the decision to all members with 
a letter reading in part as follows: “The Fund has con- 
cluded that these practices stem from widespread difh- 
culties presently existing in the international payments 
position of many countries. The Fund’s consideration 
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of this subject has shown that what is referred to as 
‘retention quotas and similar practices’ covers a wide 
range of exchange measures. Certain practices under this 
heading may be unobjectionable from the point of view 
of Fund policies. Other practices in this category, how- 
ever, appear to result in adverse effects on exchange sta- 
bility and to cause unnecessary damage to member coun- 
tries. They also may lead to the adoption of retaliatory 
measures. The interest of the Fund in these matters 
clearly follows from the terms of Article VIII containing 
the general obligations of members with respect to the 
avoidance of exchange restrictions, discriminatory cur- 
rency arrangements and multiple currency practices, and 
Article XIV dealing with these exchange measures during 
the transitional period. 


“In dealing with retention quotas and similar prac- 
tices, the Board has not intended to change existing Fund 
standards and procedures with respect to exchange re- 
strictions, discriminatory currency arrangements and 
multiple currency practices. Specifically, there was no 
intention to affect the existing requirements of prior 
consultation and approval with respect to measures of this 
character. Those requirements, so far as they concern 
multiple currency practices, were communicated to mem- 
bers in the Fund’s letter of December 19, 1947 ( Appendix 
II of the Fund’s Annual Report of 1948). Accordingly 
it is expected that members intending to maintain, intro- 
duce or enlarge those retention quotas and similar prac- 
tices which constitute exchange restrictions, multiple 
currency practices or discriminatory currency arrange- 
ments will act in accordance with existing Fund require- 


ments. 


“The decision recognizes that it is not practicable to 
deal with all of these practices on a general basis. The 
Fund, therefore, wishes to deal with these arrangements 
on a case-to-case basis. We shall communicate as quickly 
as practicable with members using these practices. We 
are confident that members will cooperate in these indi- 
vidual discussions in order to enable the Fund to reach 
appropriate conclusions.” 


Fund, Press Release 


Source: International Monetary 


No. 205, Washington, D. C., May 13, 1953. 

































Japanese yen at 360 yen per U.S. dollar. 




















Decline in World Sugar Production 


World production of centrifugal sugar for 1952-53 
is estimated at 35.8 million short tons, raw value, a de- 
cline of 6.5 per cent from the 38.3 million tons produced 
in 1951-52. Of the total, cane sugar production is esti- 
mated at 22.7 million tons and beet sugar production 
at 13.2 million tons, decreases of 5.4 per cent and 7.0 
per cent, respectively, from the 1951-52 output. The lower 
cane sugar figure reflects primarily the restricted pro- 
duction of Cuba and Puerto Rico. The crops of these 
two areas are almost 2.5 million tons below those of last 
year. The decline in beet sugar production is attributed 
to poor weather and disease damage which affected the 
crop in Europe so unfavorably that the losses of produc- 
tion were in most countries only partially offset by in- 
creased acreage. The totals for areas other than North 
America and Europe show greater output than in 1951-52. 




























































































Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., May 11, 1953. 














Europe 


European Coal and Steel Community 

On May 1 a common market in steel was opened, com- 
pleting the first stage of the work of the European Coal 
and Steel Community; the common markets in coal, iron 
ore, and scrap iron were opened on February 10 (see 
this News Survey, Vol. V, p. 253). Immediately preced- 
ing the unification of the steel market, it was decided to 
maintain the present tax system under which taxes are 
levied on imports while refunds of taxes on exports are 
granted. The Germans, who find themselves at a dis- 
advantage as a result of this decision, are trying, by 
amending their turnover tax law, to safeguard their steel 
against competition from the cheaper Belgian and French 
production. Under this amendment, the Government will 
be empowered to raise the equalization levy for imported 
unmanufactured and semimanufactured goods from the 
present 4-6 per cent to 12 per cent. It is argued that this 
step is compatible with the ECSC Treaty since, in contrast 
to the French production tax, the German turnover tax 
is levied on every change of ownership, so that the average 
cumulative tax burden on German steel is at least as high 
as 12 per cent. The High Authority also decided not to 
fix maximum prices for steel as it had previously done for 
coal. However, the High Authority will watch for any 
signs of leveling toward prices higher than at present. 














































































































Par Value of Japanese Yen 


The International Monetary Fund announced on 
May 11 the establishment of the initial par value for the 


The parities for the yen in terms of gold and in terms 
of the U.S. dollar of the weight and fineness in effect on 
July 1, 1944 are as follows: 0.00246853 grams of fine 





gold per yen; 12,600.0 yen per troy ounce of fine gold; 


360.000 yen per U.S. doilar; 0.277778 U.S. cents per 


yen. 


Source: International Monetary Fund, Press Release 


No. 204, Washington, D. C., May 11, 1953. 


All steel firms are required to publish their price sched- 
ules by May 20. The two immediate tasks with which 
the High Authority is faced are investments and the break- 
ing up of all attempts to control the markets. The High 
Authority is concerned with an agreement, allegedly made 
between German and Belgian steel producers, under which 
the Belgians would have undertaken not to undersell the 
Germans in the German market. In return, the Germans 
would have agreed to keep out of the best Belgian export 
markets. This understanding follows the agreement made 
by steel producers for exports outside the Community, 
and its purpose is believed to be to prevent steel from 
being sold for export below the internal price. 

The first two suits have been filed with the ECSC Court 
of Justice. One is that of the French Collieries objecting 
to Belgian coal prices, and the other is that of the Ger- 
man Merchant Marine Association asking for a delay of 
execution of the decision by which merchant ships are 
no longer allowed to buy bunker coal under a rebate of 
DM 15 below the market price. 


Sources: The Financial Times, London, England, 
April 27, May 1, 2, and 4, 1953; Agence Econo- 
mique et Financiére, Brussels, Belgium, April 28, 
1953. 


Sterling Area Reserves 

Sterling area reserves held in London rose by $107 mil- 
lion in April, to $2,273 million. The most satisfactory 
aspect of this increase was that it was accounted for 
primarily by a genuine sterling area dollar surplus. 
Defense aid, at $20 million, and gold receipts from EPU, 
at $11 million, were lower than in recent months, so that 
the genuine dollar surplus amounted to $76 million, com- 
pared with $15 million in March and $74 million in 
February. The low level in March had been due to an 
exceptional British payment for U. S. tobacco, but the 
high surplus in April was somewhat unexpected since 
dollar area seasonal payments for sterling area raw mate- 
rials should have been falling off. 

The sterling area’s surplus in EPU, which had amounted 
to $21 million in March, more than doubled, to $43 mil- 
lion, in April, so that gold receipts from this source will 
rise in May. U.K. tourist expenditures on the Continent 
must have increased in April, and it is probable that part 
of the increased surplus that month may have been due 
to speculation against the French franc. 

The Economist, in an analysis of prospects for U.S. aid, 
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points out that on July 1, 1952, the beginning of the 
U.S. current fiscal year, the United Kingdom had about 
$616 million of promised economic aid on which to 
draw. Because of U.S. accounting difficulties, only 
$352 million was actually drawn in the first ten months, 
and it is estimated that total receipts in this U.S. fiscal 
year will amount to about $400-450 million. Perhaps 
$175 million will be left over to the next fiscal year, and 
the President has asked Congress to add a further 
$200 million of appropriations for the United Kingdom 
in 1953-54, the proposal being that half of this $200 mil- 
lion would finance U.S. exports to Britain of wheat, 
cotton, and lard; the other half would be disbursed as 
payment for the manufacture in the United Kingdom of 
military aircraft for the RAF. If Congress accepts these 
proposals, the United Kingdom would have for the year 
beginning July 1, 1953 about $375 million of aid in hand, 
to which should be added perhaps over $100 million more 
as payment for U.S. offshore purchases of tanks and air- 
craft destined for other NATO countries. 


Source: The Economist, London, England, May 9, 1953. 


U.K. Price Controls 

On April 30, the Board of Trade removed the last 
remaining statutory price control in the United Kingdom 
and began to dismantle the machinery of the Central 
Price Regulation Committee. Thus, price control, which 
has been in effect in the United Kingdom for the past 
thirteen years, has come to an end. With steel now gen- 
erally in adequate supply, the Government’s allocation 
scheme has also been abolished. 

The Government has announced that free trading in 
copper will start on the London Metal Exchange on Aug- 
ust 5. Government trading will end on that date, and 
private import and sale will be permitted. The other 
three nonferrous metals, tin, lead, and zinc, which in pre- 
war years had also been traded on the London Metal 
Exchange, have already been returned to private hands 
(see this News Survey, Vol. V, pp. 93 and 181). 


Source: The Economist, London, England, May 9, 1953. 


Belgium’s 1952 National Income 

Belgium’s national income, as estimated by Professor 
Baudhuin, was Bfr 305 billion in 1952, an increase of 
three per cent over the 1951 figure (Bfr 296 billion). In 
view of the fact that retail prices in 1952 increased by 
an average of only one per cent, the 1952 real income 
appears to have been somewhat higher than in 1951. 

Wages and salaries in 1952 accounted for a slightly 
higher percentage of national income than in 1951; real 
wages also showed some improvement. Agricultural in- 
come represented a smaller share of the total, and the 
income of industrial and commercial enterprises suffered 
from decreased activity. Food consumption represented 
a smaller percentage of national expenditure, while rent 
accounted for a larger share. Savings were estimated at 
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8.7 per cent of total national income, against 8 per cent 

in 1951. 

Source: Agence Economique et Financiére, Brussels, Bel- 
gium, May 1, 1953. 


Netherlands Rationing of Imported Feed Grains 

The Netherlands Ministry of Agriculture, Food, and 
Fisheries has announced that rationing of imported feed 
grains and other animal feeds has been abolished; and 
that, when present government stocks of coarse grains 
have been reduced, domestic trade in all imported grains 
except wheat will be further liberalized. Grain buyers 
will then be permitted to import directly from abroad 
instead of being required to buy from the government 
Food Import Bureau, now the sole buyer and distributor 
of imported feed grains. Government control of domestic 
trade in grains will be limited to fixing maximum and 
minimum prices. The minimum price for each imported 
feed grain will be set at the equivalent of the cost of pro- 
ducing that grain domestically. If the world market price 
should fall below the fixed minimum price for any grain, 
a levy would be imposed on sales of imports equal to the 
difference between the minimum price and the world price. 
Maximum prices will be set fairly high, and it is believed 
that those ceilings will not be reached. 

During the period preceding liberalization, all feed 
grain buyers are to continue buying from the government 
agency under the present quota system at fixed prices. 
Prices will be based each week on current quotations 
on the Chicago grain market, plus storage and handling 
charges, with related prices for the various grades being 
imported. If world grain market conditions are stable, 
the length of the transition period is expected to be 
about three months. 


Source: Aneta News Bulletin, New York, N. Y., May 5, 
1953. 


Sweden’s Monetary Policy 

The Board of Directors of the Sveriges Riksbank has 
declared, in a statement to the Parliamentary Committee 
on Banking, that Sweden’s foreign exchange reserves 
cannot be considered sufficient. Continued efforts to 
increase reserves are stated to be among the requisites 
for the attainment of domestic and external economic 
balance. The Board stresses the importance of freedom 
of action for the central bank in handling monetary pol- 
icy. It warns against financing government expendi- 
tures through recourse to the central bank, in the present 
economic situation, stating that this procedure would 
seriously affect the restrictive credit policy and might 
upset the continued efforts to maintain and improve the 
present economic balance. The current situation is de- 
scribed as one of high economic activity without direct 
inflationary pressures. However, inflation and not defla- 
tion is still the main danger to economic balance. The 
Board will continue its restrictive credit policy. 
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Source: Svenska Dagbladet, Stockholm, Sweden, May 8, 
1953. 


Capital Investment in Sweden 

Gross capital investment in Sweden since the end of 
World War II has absorbed about 28 or 29 per cent of 
the national product. During the period 1946-52, capital 
expenditure totaled approximately SKr 40 billion 
( US$7.7 billion) ; about 43 per cent was invested in pri- 
vate industry, 33 per cent in defense installations, high- 
ways, public power plants, etc., and 24 per cent in hous- 
ing. It is estimated that expenditure in 1953 will be 
about SKr 12 million, some 3 or 4 per cent more than 
in 1952. A slight decrease in the private sector, owing 
to declining investment in machinery, will be more than 
compensated for by an expansion of both governmental 
and municipal construction. 

Free depreciation has been temporarily limited to 
20 per cent a year on investment in 1952 and 1953 in 
machinery and other equipment. (The Swedish deprecia- 
tion regulations in effect give the companies a tax credit 
which they can write off at a time of their own choice.) 
Moreover, there is a 12 per cent levy on new investment 
during the same years, its net cost to corporations being 
estimated at some 6 per cent since the levy is deductible 
from the income tax. These measures are part of the 
Government’s anti-inflationary policy, which also includes 
agreements with the commercial banks on restricting 
credits and a temporary tax on the industrial use of 
electric power. 

During Sweden’s recent boom in exports of forest 
products, a large part of earnings from these exports was 
frozen; and in 1951, there was both a 10 per cent invest- 
ment tax and an excess profits tax. In his budget pro- 
posal for 1953-54, the Finance Minister stated that the 
investment levy and other restrictive measures might be 
eased if tendencies toward a depression should develop 
in 1953 (see this News Survey, Vol. V, p. 231). One 
governmental committee is now studying the entire sys- 
tem of corporate taxation, and another is studying the 
relation between direct and indirect taxes, the proportion 
of the latter in total tax revenue being considerably smaller 
than before World War I]. Among the reforms recom- 
mended for study by the Finance Minister is the regula- 
tion of free depreciation rules so that they will be liberal- 
ized or tightened in accordance with changes in business 
conditions. 


Source: American-Swedish News Exchange, Inc., News 


from Sweden, New York, N. Y., May 6, 1953. 


Finnish Foreign Trade 

The maintenance of foreign trade at an appropriate 
level has become one of the central questions in economic 
discussions in Finland. Total production and employ- 
ment in Finland are closely associated with exports, but 


the big problem today is whether Finnish exports are 





competitive in world markets. 

Foreign trade figures for the early months of 1953 show 
the efforts of the authorities to cause a reduction of im- 
ports in line with the drastically reduced export earnings. 
While imports in the first quarter of 1952 amounted to 
Fmk 47.2 billion (US$205 million), they were only 
Fmk 29 billion in the corresponding quarter of this year. 
This reduction contributed to a decrease in the import 
surplus—from Fmk & billion in the first quarter of 1952 
to Fmk 5 billion this year—but the surplus nevertheless 
remains large. 

Since a number of Finnish industries are dependent on 
imports for their continued existence, such a large cut 
in imports is considered unfavorable. If imports cannot 
he reduced further without harming domestic industries, 
the only solution is to try to increase exports. This will 
not be easy, for production of wood pulp today is being 
carried on at a loss of several thousand markkas per ton, 
and is being maintained at the current level only to avoid 
unemployment. 


Source: Hufvudstadsbladet, Helsinki, Finland, April 21, 
1953. 


Czechoslovakia’s Foreign Trade Partners 

According to recent official reports from Prague, 79 
per cent of Czechoslovakia’s total foreign trade in 1953 
will be with the Soviet Union and the People’s Democ- 
racies. This group of countries in 1937 accounted for 
only 11 per cent of Czechoslovakia’s total foreign trade; 
in 1948, for 30 per cent; in 1949, for 45 per cent; in 
1950, for 52 per cent; in 1951, for 60 per cent; and in 
1952, for 70 per cent. 

The Czechoslovak Economic Bulletin calls attention to 
the fact that the shifting of Czechoslovakia’s foreign trade 
toward these countries has been particularly rapid since 
the introduction of the Czechoslovak foreign trade mo- 
nopoly. Statutes adopted in August 1952 provide that 
the foreign trade activities of Czechoslovakia are to have 
three main aims: expanding Czechoslovak productive 
forces; linking the Czechoslovak economic system with 
the economic systems of the Soviet Union and the other 
People’s Democracies; and developing trade with coun- 
tries that have other economic systems “insofar as such 
trade is beneficial for the building up of socialism in 
Czechoslovakia.” 

Sources: Ministry of Foreign Trade, Czechoslovak Eco- 
nomic Bulletin, Prague, Czechoslovakia, Janu- 
ary | and March 1, 1953. 


Middle East 


Egypt’s Foreign Trade 
Egypt's imports during the first quarter of 1953 de- 


creased to LE 35.7 million, from LE 56.9 million in the 
corresponding period of 1952; exports totaled 
LE 33.1 million (of which LE 29.0 million was raw 
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cotton), against LE 44.8 million a year earlier. Thus, the 
trade deficit dropped from LE 12.1 million in the first 
quarter of 1952 to LE 2.7 million in the first quarter of 
this year. The improvement was due primarily to the 
extension of import controls and to tying imports to 
exports through trade and payments agreements and other 
devices. 


Source: Al Ahram, Cairo, Egypt, May 4, 1953. 


Exchange Control in Israel 

Israel’s Controller of Foreign Exchange has stated that 
new regulations will shortly be introduced in regard to 
nonresidents’ dealings in blocked accounts in Israeli 
pounds. The main changes will be that transfers from 
such accounts between nonresidents will be allowed for 
amounts exceeding a certain minimum (which is expected 
to be 1£3,000), independent of whether the transferor 
and transferee are residents of the same monetary area. 
“Authorized dealers” would be permitted to execute such 
transactions without prior authorization from the Con- 
troller of Foreign Exchange. 


Source: Hollandsche Bank-Unie, N.V., Economisch Over- 
zicht, Amsterdam, Netherlands, April 1953. 


Israel’s Agricultural Development Program 

To reduce food imports, which in 1952 accounted for 
over 20 per cent of total imports, Israel has outlined a 
five-year agricultural development program. Of a total 
area of 5.19 million acres, about 1.73 million acres are 
considered arable. At present only 1 million acres are 
cultivated, of which 135,000 are irrigated. The plan 
calls for increasing the cultivated area by 370,000 acres 
(37 per cent) and the irrigated area by 980,000 acres 
(726 per cent). This is to be done by a comprehensive 
irrigation program (Jordan water diversion, ground 
water pumping, rain water conservation). 

The importance of irrigation in Israel may be partially 
indicated by the fact that, as a result of a drought in the 
Negev (the southern part of Israel), only 8 per cent of 
the winter grain crop is expected to produce a yield; the 
loss is estimated at the equivalent of US$10 million. 
Source: Middle East Economist and Financial Service, 


Forest Hills, N. Y., April 1953. 


Far East 
Ceiling on Indian Wool Exports 


The Government of India has announced that the 
export of wool will be permitted only up to a ceiling of 
9 million pounds. This announcement, reversing a policy 
of unrestricted wool exports in effect since June 12, 1952, 
did not specify the period for which the export quota 
would be applicable. The new ceiling is believed to 
have been established as a means of assuring Indian 
carpet and woolen fabric industries of adequate supplies 
of home-produced wool. 


Indian exports of wool in the twelve months ended 





March 31, 1953 are estimated to have totaled 36,694,848 
pounds, compared with 18,294,510 pounds in the year 
ended March 1952. Average exports in the five-year 
period 1947-48 to 1951-52 are estimated at 25,487,655 
pounds. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 27, 1953. 
Ceylon’s Dollar Imports 


The Ceylon Government has stopped the issue of fur- 
ther import licenses for the dollar area. The ceiling on 
the value of imports from that area for the present finan- 
cial year has already been exceeded. 

Source: The Financial Times, London, England, May 2, 
1953. 


Ceylon’s Foreign Travel Account 
Tourism accounted for Rs 10.9 million of Ceylon’s 

foreign exchange receipts in 1952 and for Rs 53 million 

of foreign exchange payments. About Rs 24 million of 

the payments were for travel to India and Pakistan, and 

a little over Rs15 million for travel to the United 

Kingdom. 

Sources: Ceylon News, April 2, 1953, and Government of 
Ceylon Information Department, Ceylon News 
Letter, April 20, 1953, Colombo, Ceylon. 


Industrial Loan to Thailand from U.S. Firm 

Thailand’s Ministry of Industry has accepted, in prin- 
ciple, an offer made by a New York firm, Charles Abbot 
Associates, Inc., of a loan of US$60-80 million for indus- 
trial projects under terms to be negotiated and settled. 
The machinery and equipment used on the projects must 
he bought from the United States. The firm has re- 
quested that payments on the proposed loan be made in 
raw materials of kinds and prices to be agreed upon later. 


Source: Far East Trader, New York, N .Y., May 6, 1953. 


Devaluation of Indo-Chinese Piasire 

The French Ministry of Finance announced on May 10 
that as from the following day all of the external com- 
mercial and financial transactions of the Associated States 
of Indo-China would be effected on the basis of 1 Indo- 
Chinese piastre equals 10 French francs. The previous 
rate of exchange had been 1 Indo-Chinese piastre equals 
17 French francs. One of the important reasons for this 
action is reported to have been the elimination of large- 
scale currency speculation which was estimated to be 
costing France the equivalent of US$250 million per year. 
Operators had been able to buy the piastre for about 
& francs on the international money market and then sell 
it to banks in Paris for 17 francs. 
Source: The Journal of Commerce, New York, N. Y., 

May 11, 1953. 


Japan’s Sterling Shortage 


Japanese sterling balances, which last June amounted 
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to about £135 million, are reported to have fallen to no 
more than £35 million. This sharp decline has been due 
to Japanese restocking of sterling area raw materials, 
to the import restrictions imposed last year throughout 
the sterling area, and to the payment by Japan of £20 mil- 
lion to a special account with the Bank of England as a 
token of goodwill in implementing the external debt 
agreement. Sterling area import restrictions against 
Japanese goods have been relaxed, but these measures 
are not likely to bring any alleviation of the Japanese 
payments problem until the end of the year. As Japan 
has been unwilling to use outright its dollar reserves for 
purchases of sterling, an arrangement has been made 
whereby it is buying sterling against dollars for imme- 
diate delivery and reselling the sterling, also against 
dollars, for delivery in three or six months’ time. These 
swap transactions, the first of which is reported to have 
heen for £5 million for six months at 2 per cent inter- 
cst per annum, are being made through the ordinary 
banking mechanism. In addition to these swap opera- 
lions, Japan is raising sterling by discounting 90-day 
hills with London banks. Through these swap and 
“usance” operations, Japan may be able to mobilize 
nearly £30 million in the near future. It is not clear 
what will happen if Japan’s sterling earnings fail to rise 
as expected and if she is unable to reverse the swap 
operations in six months’ time. 

Sources: The Financial Times, May 8, 1953, and The 

Economist, May 9, 1953, London, England. 


Plans for Joint Japan-Pakistan Textile Undertakings 
Following the conclusion of the Japanese-Pakistan 
trade agreement providing for an annual trade of £30 
million each way (see this News Survey, Vol. V, p. 345), 
the Japanese cotton spinners and the Pakistan Govern- 
ment have undertaken a study covering the establish- 
ment of cotton textile mills in Pakistan. In this con- 
nection, the Pakistan Trade Mission visiting Japan has 
approached the Japan Chemical Fiber Manufacturers’ 
Association. One of the proposals which the Mission 
has made is that a staple fiber factory be set up with 
300 to 400 weaving machines, to be increased later to 
1,000 machines. In addition to equal Japanese and 
Pakistan financial participation, Japanese technical aid 
in construction and mill operation will be sought. 
Source: The Journal of Commerce, New York, N. Y., 
May 6, 1953. 


Central Bank of Indonesia 

The Indonesian Minister of Finance has stated that 
while it would have been incongruous to allow the 
Central Bank of Indonesia to obstruct the Government’s 
decisions on public policy, the Governor of the Bank has 
the right, in cases of conflict with the Council of Min- 
The Governor of the Bank 


is thus free to voice his opinions in the Bank’s annual 


isters, to publish his views. 
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report, even if they are not in agreement with the views 
of the Government. This, it is thought, should serve as 
a check on any tendency to set his views aside too 
lightheartedly. 

In principle, the Minister believes that it would be 
much better to invest available gold and foreign exchange 
in productive resources instead of keeping idle any- 
thing more than a working balance large enough to 
cover temporary fluctuations in the balance of payments. 
However, in the Indonesian social and psychological en- 
vironment, large sections of the population are most 
sensitive to anything connected with gold; and if there 
were no gold reserves, irrational fears of instability 
would make themselves felt. It therefore has been 
decided that the Central Bank shall hold a gold and 
foreign exchange reserve of 20 per cent of the volume 
of currency and deposits. Under abnormal circumstances 
the Monetary Board is authorized to deviate from this 
ratio for not more than three months. 

The Bureau of Foreign Exchange will be merged with 
the Central Bank. This will give the Central Bank control 
of the foreign exchange operations of the other commer- 
cial banks. It would not be wise at this juncture to 
entrust to the Bank Negara Indonesia, which is still in 
the stage of improvement and consolidation, all the 
operations in the commercial field now being carried out 
by the Central Bank. The Bank’s charter therefore pro- 
vides that, while the principle of the Central Bank as a 
bankers’ bank is recognized, its commercial operations 
should be continued until such time as they can be as- 
sumed by the Bank Negara Indonesia. 
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Source: Ekonomi dan Keuangan Indonesia, Djakarta, 
Indonesia, February-March 1953. 


United States and Canada 


U.S. Corporate Profits 

In the first quarter of 1953, profits after taxes of 600 
leading companies in the United States were 10 per cent 
above the comparable 1952 period, with two out of 
three companies reporting increases. The largest gains 
over last year in both sales and earnings were reported 
by automobile, electrical, building fixtures, and metals 
producers. Most textile manufacturers made some re- 
covery from the depressed conditions of a year ago. 
Rising costs limited earnings in the food, beverage, 
tobacco, paper, and petroleum industries. 

According to tax details given by a majority of the 
large manufacturing companies, federal income and ex- 
cess profits taxes absorbed 61 per cent of gross income in 
both years. In computing their tax liability, however, 
various companies used different assumptions regarding 
the 30 per cent excess profits tax which is scheduled to 
expire on June 30. Tax charges and net income are 
therefore subject to later revision. 


Source: National City Bank of New York, Monthly 
Letter, New York, N. Y., May 1953. 


Fall in Canadian Exchange Rate 
The rate for the Canadian dollar fell in the New York 
market from US$1.0106 on May 4 to US$1.0034 on 
May 6, but recovered slightly on the following day and 
on May LI the closing price was US$1.0050. During the 
week the Canadian dollar was quoted at parity with the 
U.S. dollar in the Buffalo currency market. This was 
the lowest point that had been reached by the Canadian 
dollar since March 1952, although it has weakened slowly 
since September 1952 (see this News Survey, Vol. V, 
p. 299). The recent fall is attributed to a deterioration 
in the trade balance (see this News Survey, Vol. V, 
p. 347) and to a recent slackening in the movement of 
U.S. capital to Canada. Canadian borrowing in the 
United States has fallen away with the rise in U.S. 
interest rates, and according to some reports the same 
cause has led to selling by U.S. holders of Canadian 
securities. The volume of selling during the last few 
days has been further stimulated by the decline in the 
rate of exchange. 
Sources: The Journal of Commerce, May 7 and 12, 1953, 
and The Wall Street Journal, May 7 and 12, 
1953, New York, N. Y. 


Canadian Profits 

Aggregate net profits of a sample of 301 Canadian 
companies fell by almost 10 per cent between 1951 and 
1952, according to an analysis carried out by the Finan- 
cial Post of Toronto. The average rate of return on net 
worth was 10.6 per cent in 1952, against 12.6 per cent in 





1951 and 13.2 per cent in 1950. Comparable surveys 
indicate that aggregate net profits in 1952 fell by 2 per 
cent in the United States and by 8.5 per cent in the 
United Kingdom. 

The decrease in Canadian profits was aue largely to 
increased provision for interest and depreciation, since 
earnings before interest, depreciation, and taxes fell by 
only 3.1 per cent, while tax payments fell by 10.1 per 
cent. Dividend payments were reduced by only 0.6 per 
cent, and accounted for 57 per cent of net profits, com- 
pared with 52 per cent in 1951. 

The performances of individual firms and industries 
differed considerably. Oil, merchandising, utility, and 
finance companies showed gains ranging from 10 per cent 
(oil industry) to 68 per cent (finance). Milling and 
grain companies also made a slightly larger profit. For 
most industries, however, there were substantial reduc- 
tions: more than 20 per cent for metals, pulp and paper, 
and lumber, and more than 46 per cent for textiles. 
Source: The Financial Post, Toronto, Canada, May 9, 

1953. 


Canadian Farm Output in 1952 

The physical volume of agricultural production in 
Canada was at a record level in 1952, the index rising 
to 165.0 (1935-39 = 100) from 155.8 in 1951 and 139.0 
in 1950. The previous record of 164.2 was set in 1942. 
The increase in 1952 was due to bumper grain crops in 
the Prairie Provinces. 
Source: Dominion Bureau of Statistics, Weekly Bulletin, 


Ottawa, Canada, May 9, 1953. 


Latin America 


Business Recession in Mexico 

The U.S. Department of Commerce reports that 
Mexico underwent “a definite recession in . . . commerce 
and industry” during the first quarter of the year, partly 
because of seasonal factors but mainly because of the 
new Government’s policy of curbing expenditures and re- 
assessing its development programs. Many of the deci- 
sions of the Government were in keeping with its pledge 
to reduce the cost of living and to curb, through tariff 
increases, the import of many luxury and some consumer 
items. The Government has followed “a cautious and 
conservative policy oriented towards a balanced budget 
(and) the avoidance of expenditures which would be in- 
flationary in nature... ”. To help meet the urgent 
need for investment funds, the Government freed some 
of the frozen commercial bank deposits for loans to in- 
dustry and agriculture. It has suspended work on a num- 
ber of large-scale public works projects with a view to 
determining which are the most essential. The result 
has been that commercial and industrial activity has 
slowed down, and it is predicted that this situation will 
continue through the early part of the second quarter. 
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Wholesale and retail trade have declined, and consumer 
resistance to high prices appears to be growing. The 
production of such items as iron and steel products, 
textiles, electrical goods, household appliances, and auto- 
motive products decreased in the first quarter. Drilling 
and exploration in the government-owned oil industry 
were going ahead at the 1952 rate, but oil production 
showed only a slight increase. 

There has been a marked improvement in Mexico’s 
foreign .trade position. The restrictions on luxury im- 
The value of 
imports in the first two months of the current year was 
20 per cent lower than that of a year ago, while the 
value of exports increased. Hence, Mexico’s trade deficit 
for the first two months of 1953 was only 28.5 million 
pesos (US$3.3 million). 

Source: The Journal of Commerce, New York, N. Y., 
May 5, 1953. 


Guatemalan Coffee Exports 

Data of the Guatemalan Coffee Office indicate that, 
in the crop year 1951-52, coffee exports reached the high 
figure of 1.3 million quintals. The value of coffee exports 
was 71 million quetzales (US$71 million), or 15.1 mil- 
lion quetzales above the figure for the preceding crop 
year. Owing to the larger exports of coffee and higher 
rates of taxation, export taxes on coffee amounted to 
10.6 million quetzales. 
Source: El Imparcial, 


March 18, 1953. 


Uruguayan Imports with Free Market Dollars 

The Bank of the Republic of Uruguay is authorizing 
certain imports from the United States with the proviso 
that it will not make dollars available, but will make 
available the dollar equivalent in sterling at the rate of 
US$2.80 per pound. The importer then has to purchase 
dollars in the free market, where the dollar-sterling cross 
rate as of March 12 was $2.67 per pound. 


ports appear to be showing some results. 


Guatemala Guatemala, 


City, 


The conversion of pouncs to dollars in the free market 
thus results in a loss to the importer of some $5 for every 
$100, plus the difference between the buying and selling 
rates. The resulting effective rate for imports under this 
system is about 2 pesos per dollar for goods classified 
under the 1.90 peso rate, and about 2.57 pesos per dollar 
for goods under the 2.45 peso rate. These effective rates 
thus imply a de facto devaluation of roughly 5 per cent. 
Source: Bank of London & South America. Fortnightly 

Review, London, England, April 4, 1953. 


Uruguay-Denmark Trade Agreement 

A trade and navigation agreement between Uruguay 
and Denmark signed on March 5 is similar to the ,one 
signed by Uruguay and Austria (see this News Survey, 
Vol. V. p. 348). 


clause, it does not cover privileges similar to those granted 


While it has a most-favored-nation 
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by Denmark to Sweden, Norway, and Iceland, or those 

granted by Uruguay to Argentina, Brazil, Bolivia, and 

Paraguay. The agreement may be canceled by either 

country after three months’ notice. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, April 4, 1953. 





Fund Staff Reorganization 


A reorganization of the area work of the Fund was 
announced on May 5. The reorganization abolishes the 
Latin American, Middle Eastern, and Far Eastern De- 
partment, and creates three new area Departments, thus 
making a total of four area Departments: 

The Asian Department will consist of the Far Eastern 
and South Asian Divisions. Mr. Hirendra Lal Dey, 
Advisor to the Managing Director of the Fund and 
formerly President of the Indian Tariff Board, has been 
designated Acting Director of this Department. 

The European Department will include the British 
Commonwealth, Northern European, Central and Eastern 
Mr. A. M. 
Stamp, formerly Alternate Executive Director of the 
Fund for the United Kingdom, is Director of this De- 
partment. 


European, and Western European Divisions. 


The Middle Eastern Department will consist of the 
former Middle Eastern Division. Mr. Abol Hassan 
Ebtehaj, Advisor to the Managing Director of the Fund 
and formerly Governor of Bank Melli Iran, has been 
designated as this Department’s Acting Director. 

The Western Hemisphere Department will include the 
Latin American (South) Division, the Latin American 
(North) Division, and the North American Division. 
Mr. George F. Luthringer, formerly Director of the 
Latin American, Middle Eastern, and Far Eastern De- 
partment, is Director of this new Western Hemisphere 
Department. 


Mr. Y. C. Koo, formerly Deputy Treasurer of the 
Fund, has been appointed Treasurer. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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